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Ass&nmen. The m i s s i o n  w a g  t o  p r o v i d e  p r o f e s s i o n a l '  i n p u t  
i n t o  The a n a l y s i s  and development  of t h e  p roposed  r e v o l v i n g  fund 
p r o j e c t  f o r  t h e  West Bank and Gaza. I n t e r v i e w s  were c o n d u c t e d  
w i t h  f i n a n c i a l  and c o o p e r a t i v e  l e a d e r s  i n  t h e  West Bank, Gaza and 
Amman, J o r d a n .  R e p r e s e n t a t i v e  c o o p e r a t i v e s  a n d  f i n a n c i a l  
i n s t i t u t i o n s  were v i s i t e d .  The key p o i n t s  i n  t h e  t v e n t y  p r i m a r y  
i n t e r v i e w s  a r e  p r e s e n t e d  as a n  a t t a c h m e n t .  

R a t h e r  t h a n  w r i t e  a  l e n g t h y  t e x t  a b o u t  how t o  d e s i g n  and 
implement a  p r a c t i c a l  r e v o l v i n g  fund i n  t h e  e x i s t i n g  f i n a n c i a l ,  
e c o n o m i c  a n d  p o l i t i c a l  e n v i r o n m e n t ,  s g e c i f ; ? ~  t o p i c s ,  c o n c e p t s ,  
i s s u e s  and p r i n c i p l e s  have  boen i s o l a t e d  f o r  d i r e c t  a t t e n t i o n .  
T h e  t o n e  o r  " a c t i o n  f e e l i n g s "  f r o m  t h e s e  c h o s e n  w o r d s  a r e  
d i r e c t e d  t o  d i s c i p l i n e d  l o a n  m a k i n g ;  s u p e r v i s e d  c r e d i t  a n d  a &/ 
h e a l t h y ,  l o n g  t e r m  b o r r o w e r - f i n a n c i e r  r e l a t i o n s h i p .  P ruden t  
l e n d i n g  i s  a c c o m p l i s h e d  b y  c l e a r ,  m e a n i n g f u l  t e r m s  a n d  
c o n d i t i o n s ,  c o m p l e t e  w i t h  a l t e r n a t i v e  p l a n s .  I t  i s  n o t  p r a c t i c a l  
t o  t i g h t e n  l o a n  condi t l iona  a f t e r  t h e  l g a n  i s  n o t  p e r f o r m i n g  and 
t h e  ne t -wor th  of t h e  bor rower  i s  i m p a i r e d .  ' I t  is  w i s e  t o  s t a r t  /#, 
w i t h  a  r i g o r o u s  s e t  of s t a n d a r d s  and b e  p r e p a r e d  t o  r e l ax  t h e  
m o r e  b u r d e n s o m e  o n e s  a f t e r  s a t i s f a c t o r y  p e r f o r m a n c e  by t h e  , 
i n d i v i d u a l  bor rower .  

, 
G e n e r a l  S t a t i s t i c s .  The West Bank has  260 a c t i v e  c o o p e r a t i v e a  
and Gaza S t r i p  h a s  9. The a g r i c u l t u r a l  c o o p e r a t i v e s  have  28,000 
members on t h e  West Bank a n d - 2 , 0 0 0  members o n  Gaze S t r i p .  One- 
f o u r t h  of  t h e  a g r i c u l t u r a l  p o p u l a t i o n  b e l o n g s  t o  c o o p e r a t i v e s  b u t  
t h i s  membership b a s e  p r o v i d e s  o n e - t h i r d  of t h e  p r o d u c t i o n  f o r  t h e  
West Bank. Even w i t h  t h e  c o n t i n u e d  l o s s  o f  a v a i l a b l e  g r a z i n g  
l a n d s ,  l i v e s t o c k  s t i l l  r e p r e s e n t  40% of  t h e  economy. 

The t e n  d i s t r i c t  t y p e  c o o p e r a t i v e a  have  a b o u t  5,OUO members 
o r  17% of  t h e  a g r i c u l t u p a l  c o o p e , r a t i v e  m e m b e r s h i p  o f  3 0 , 0 0 0 .  
Y e t ,  t h e y  r e p r e s e n t  a b o u t  40 p e r c e n t  of  t h e  l o c a l  a g r i c u l t u r a l  
p r o d u c t i o n .  The a p p r o x i m a t e  membersh ip  o f  t h e s e  t e n  d i s t r i c t  
c o o p e r a t i v e s  i s  as f o l l o w s :  .. 

Tarqumia O l i v e  P r e s s  
B e i t  Ja la  O l i v e  P r e s s  
J e r i c h o  Ag. Marke t ing  
Ramallah Ag. M a r k e t i n g  
Nablus Ag. M a r k e t i n g  
Tulkarem Ag. M a r k e t i n g  
Q a l q P l i a  Ag. M a r k e t i n g  
J e n i n  Ag. M a r k e t i n g  
C i t r u s  Growers 
Khan Younis Ag. 

Revo lv ing  Fund. T h i s  l e n d i n g  i n s t r u m e n t  i s  becoming a c c e p t e d  a s  
a n  e f f e c t i v e  c o n t r o l  v e h i c l e  t o  (1) p r o v i d e  a b l o c k  of f u n d s  t o  
t a r g e t  g r o u p s  f o r  s p e c i f i c  u s e  and ( 2 )  a l l o w  f o r  t h e  r e p a y m e n t  J./ 
and a p o r t i o n  o f  t h e  i n t e r e s t  e a r n e d  t o  be  r e l o a n e d  t o  a d d i t i o n a l  
p a r t i c i p a n t s  i n  t h i s  t a r g e t  g r o u p .  T h i s  f i n a n c i a l  t o o l  



r e p r e s e n t s  a  c o n s t r u c t i v e  c h a l l e n g e  5.11 l o n g  t e r m  e c o n o m i c  a n d  
f i n a n c i a l  development .  Funds s h o u l d  o n l y  be borrowed where t h e  
r a t e  of  r e t u r n  on t h e  p r o j e c t  i s  s u b s t a n t i a l l y  h i g h e r  t h a n  t h e  JJJ 
c o s t  ( i n t e r e s t  a n d / o r  s e r v i c e  c o s t s )  of  t h e  l o a n  funds .  Both t h e  
b e n e f i t s  o f  t h e  p r o j e c t  b e i n g  f i n a n c e d  and t h e  a c t u a l  repayments  
and i n t e r e s t  f u n d s  remain  i n  t h e  community a s  p roposed!  A l s o ,  a  L/ . 
s u c c e s s f u l  r e v o l v i n g  f u n d  o v e r  time. a v o i d s  t h e  l a s t i n g  stieati 
from g r a n t s ,  d o n a t i o n s ,  g i f t s  and handou t s .  

Obj e c t i v e s  . T h i s  a s s i g n m e n t  i s  i n t e n d e d  t o  a p p l y  t h e  reuc, lving 
l o a n  c o n c e p t  w i t h  s p e c i f i c  m o d i f i c a t i o n s  f o r  d e v e l o p i n g  s p a a s  t o  
b o t h  t h e  West Bank and Gaza S t r i p .  T h i s  i n c l u d e s  d e v e l o p i n g  a 
n e t w o r k  w h i c h  u t i l i z e s  l o c a l  c o o p e r a t i v e s  and i n i t i a t e s  l o c a l  
d e c i s i o n  mak ing .  I n  p r a c t i c a l  t e r m s ,  t h e  c o o p e r a t i v e  c a n  
f u n c t i o n  as a  " v i l l a g e  bank" w i t h  t h i s  new s e e d  c a p i t a i  t h a t  does  
n o t  have  t o  be  r e p a i d  t o  A N E R A 1 s  s o u r c e .  However ,  t h e  f u n d s  
remain  " s u b j e c t  t o  t h e  t e r m s  o f  p r o j e c t s " .  T h i s  network s h o u l d  
p r o v i d e  a  s i m p l e  s t r u c t u r e  t o  a d m i n i s t e r  t h e  f u n d s .  

A d m i n i s t r a t  i o n  must i n c l u d e  (1) t h e  d i s t r i b u t i o n  of t h e  f u n d s ,  
1 2 )  t h e  s e r v i c i n g  o f  t h e  l o a n  a c c o r d i n g  t o  i t s  o b j e c t i v e s  and ( 3 )  J 

t h e  o r d e r l y  c o l l e c t i o n  o f  e a c h  l o a n .  A " t o p  down" a d m i n i s t r a t i o n  
c o u l d  b e  a v o i d e d .  A n e t w o r k  s h o u l d  c a u s e  b o t h  i n d i v i d u a l ,  
d e c i s i o n s  a n d  a c c o u n t a b i l i t y  a t  t h e  l o w e s t  l e v e l  i n  t h e  
o r g a n i z a t i o n a l  pyramid.  The c o o p e r a t i v e  member and h i s  Board a r e  
t h e  o n l y  l e v e l  t h a t  h a s  t h e  f a c t u a l  c r i t e r i a  and m o t i v a t i o n  t o  
make t h e  s p e c i f i c  l o a n  d e c i s i o n .  O f  c o u r s e ,  i n  t h i s  e x i s t i n g  
s i t u a t i o n ,  a n  abuntiance o f  f i a * n c l a l  t r a i n k g  must p r e c e d e  t h e  b h  
o r i g i n a t i o n  o f  t h e s e  l o a n s .  

P u r p o s e .  The  l o a n s  a r e  t o  b e  u s e d  f o r  documented p r o d u c t i v e  
a c t i v i t i e s  s u c h  a s  l a n d  improvement ,  w a t e r  improvement ,  l i v e s t o c k  
improvement ,  t r e e  improvement ,  and equipment  i m p r o v e m e n t .  The  
i n i t i a l  s t e p  i n  t h i s  comprehens ive  e x e r c i s e  w i l l  b e  p r e s e n t e d  i n  
a l a t e r  p a r a g r a p h .  

In-Kind* E f f o r t s  w i l l  b e  made t o  c o n t i n u e  t h e  ABERA p r a c t i c e  of  
t h e  c o o p e r a t i v e  p r o v i d i n g  goods  and s e r v i c e s  t o  t h e  member r a t h e r  di? 
t h a n  c a s h .  T h i s  p r a c t i c e  e n c o u r a g e s  p u r c h a s e  d i s c o u n t s  a n d  
a v o i d s  t h e  t e m p t a t i o n s  t o  d i v e r t  f u n d s  f o r  more immedia te  u s e s .  

Term. - T h r e e  t o  f i v e  y e a r s  is c o n s i d e r e d  a medium o r  i n t e r m e d l a t c  
t e r m  l o a n  w i t h  a m o r t i z a t i o n  r e l a t e d  t o  c a s h  f l o w  f rom t h e  p r o j e c t  
and any o t h e r  d e s i g n a t e d  s o u r c e s ,  a t  l e a s t  one  payment s h o u l d  be  
made e a c h  y e a r .  A One y e a r  g r c r c e  p e r i o d  s h o u l d  o n l y  b e  
c o n s i d e r e d  when t h e  p r o j e c t  was n o t  f i n i s h e d  on  t i m e  f o r  t h e  
c u r r e n t  g rowing  s e a s o n .  

Diagram.  The p u r p o s e  of  t h e  a t t a c h e d  d iag ram i s  t o  i l l u s t r a t e  
t h e  model ne twork  and p r o v i d e  a q u i c k  s e n s e  of  how t h e  d e c i s i o n -  
making p r o c e s s  would f i n c t i o n .  s p e c i f i c  t o p i c s  w i l l  b e  mentioned 
below. 





3 

D e l e g a t i o n .  ANERA s h o u l d  c o n t i n u e  i t s  s u c c e s s f u l  p o l i c y  of  -- 
e n h a n c i n g  l o c a l  o r g a n i z a t i o n s  and t o  d e l e g a t e  t h e  b u l k  of t h e  
R e v o l v i n g  F u n d  a d m i n i s t r a t i o n  t o  t h e  l o c a l  c o o p e r a t i v e  
l e a d e r s h i p .  Dur ing  t h e  s t a r t - u p  p e r i o d ,  ANERA s h o u l d  u t i l i z e  one 
f i n a n c i a l  s p e c i a l i s t  w i t h  a n  abundance  of  e x p e r i e n c e  t o  " s e t  t h e  
examples".  T h i s  "expediter" c o u l d  p r o b a b l y  be  a n  e x p a t r i a t e  on a  , ~ 2  
p a r t - t i m e  b a a i a .  A f i n a n c i a l  c o o r d i n a t o r  ( c o u n t e r p a r t  w i t h  l o c a l  
l e a d e r s h i p  e x p e r i e n c e )  i s  e s s e n t i a l  w i t h  employment p r o b a b l y  on a  
f u l l - t i m e  b a s i s .  T h i s  f i n a n c i a l  c o o r d i n a t o r  s h o u l d  m o n i t o r  
d i s b u r s e m e n t s  and f a c i l i t a t e  t h e  p r o p e r  u s e  o f  l i q u i d  f u n d s  a t  
a l l  t i m e s .  

S t e e r i n g  Committee.  The o b j e c t i v e  of  t h e  S t e e r i n g  Committee i s  
t o  r e v i e w  p o l i c y ,  m o n i t o r  g u i d e l i n e s ,  s t r e n g t h e n  o p e r a t i o n s ,  
f a c i l i t a t e  l o a n  c o l l e c t i o n ,  h a n d l e  a l l o c a t i o n  o f  f u n d s  a n d  
a r b i t r a t e  d i a p u t e s .  

I f  and when t h i s  body d e v e l o p s  and m a t u r e s  i n t o  a n  e f f e c t i v e  
' and c o n t i n u o u s  f u n c t i o n ,  it  i s  r e a s o n a b l e  t o  r e c o g n i z e  t h i s  new 

l o c a l  r o l e .  T h i s  f o r m a l  i n s t i t u t i o n  c o u l d  b e  a c o o p e r a t i v e  
c r e d i t  Baak  c a p i t a l i z e d  as a w h o l l y  owned s u b s i d i a r y  o f  t h e  w~ 
R e g i o n a l  c o o p e r a t i v e s .  Tha t  would r e p r e s e n t  a major  g o a l  w i t h  
b o t h  s h o r t  and l o n g  t e r m  b e n e f i t s  t o  a l l  i n v o l v e d .  

R e p r e s e n t a t  i o n .  Two r e p r e s e n t a t  i v e s  f r o m  e a c h  p a r t i c i p a t i n g  
r e g i o n a l  c o o p e r a t i v e :  (1) The C h a i r m a n  o f  t h e  Board  o r ,  an  
a l t e r n a t i v e  Board Member w i t h  s t r o n g  f i n a n c i a l  s k i l l s  a n d ,  ( 2 )  
t h e  manager. Ex o f f i c i o  members i n c l u d e :  (1) one  r e p r e s e n t a t i v e  
of  t h e  J C O  Fol low-up Committee and ,  ( 2 )  one ANERA a ' p p o i n t m e n t ,  
p r o b a b l y  t h e  f i n a n c i a l  s p e c i a l i s t ,  f o r  t h e  f i r s t  y e a r .  The ANERA 
l o c a l  f i n a n c i a l  c o u n t e r p a r t  c o u l d  s e r v e  aa  t h e  a l t e r n a t e .  

E x e c u t i v e  C o m m i t t e e .  T h i s  s m a l l e r  t eam f rom w i t h i n  t h e  g r o u p  
s h o u l d  b e  a v a i l a b l e  t o  make prompt d e c i s i o n s  o f  a n  o p e r a t i o n a l  
n a t u r e .  The  r e p r e s e n t a t i v e  s h o u l d  b e  t h e  m a n a g e r  o f  e a c h  
p a r t i c i p a t i n g  r e g i o n e l  c o o p e r a t i v e .  The members of  t h e  E x e c u t i v e  
Committee s h o u l d  e l e c t  a  " r a p p o r t e u r "  who s h o u l d  a l s o  s e r v e  t h e  
S t e e r i n g  Committee.  R e p r e a e n t a t i v e s  t o  t h i s  S t e e r i n g  Committee 
s h o u l d  b e  e l e c t e d  a n n u a l l y .  

R e g i o n a l  C o o p e r a t i v e s .  C o o p e r a t  i v e s  w i t h  a s u b s t a n t i a l  
m e m b e r ~ ~ h i p  ~ a s e  s h o u l d  b e  s e l e c t e d  t o  r e p r e s e n t  t h e  e i g h t  p r i m a r y  
d i s t r 1 c : t s  o f  t h e  West Bank and t h e  two a r e a s  of  t h e  Gaza S t r i p .  
T h i s  a t t a c h e d  c h a r t  i d e n t i f  i c e  t h e  c a n d i d a t e s .  The l o a n  
f u n c t i o n s  s h o u l d  b e  p l a c e d  i n  a s e p a r a t e  o p e r a t i n g  d e p a r t m e n t  i n  
each  of  t h e s e  t e n  c o o p e r a t i v e s .  

Handl ing  Funds. I d e a l l y ,  a  commercia l  bank s h o u l d  have  t h e  ma jo r  
r o l e  o f  l e n d i n g . '  A t  t h e  p r e s e n t  t ime,  t h e  b a n k s  t h a t  a r e  
a c c e p t a b l e  t o  t h e s e  c o o p e r a t i v e  members a r e  n o t  a d e q u a t e l y  
s t a f f e d  t o  s e r v i c e  i n t e r m e d i a t e  t e r n  l o a n s  t o  p r o d u c t i o n  
a g r i c u l t u r e .  However, a r r a n g e m e n t s  c a n  b e  made t o  d e l e g a t e  t h e  



t r a n s f e r  of incoming l o a n  f u n d s  a n d  t h e  i n v e s t m e n t  o f  l i q u i d  
f u n d s  i n  one of t h e  two r e c e n t l y  reopened l o c a l  banks .  

-I 

Save t h e  C h i l d r e n  i s  u t i l i z i n g  Bank o f  P a l e s t i n e  i n  b o t h  
G a z a  a n d  West Bank. T h i s  i n c l u d e s  c r e d i t  c h e c k s ,  t r a n s f e r  o f  
f u n d s  a n d  e a r l y  s t a g e s  o f  s u p e r v i s e d  c r e d i t .  T h e  ! b a n k  i s  
r e s p o n d i n g  w e l l  t o  t h i s  o u t a i d e  l e a d e r s h 8 i p  a n d  t h e  t e a m  i s  
a t t r a c t i n g  l o c e l  b o r r o w e r s  t o  d a t e .  

F i n a n c i a l  I r a 1  n i  ng. The C o o p e r a t i v e  ~ e v e l o p m e n t  P r o j e c t  ( C D P )  ~4// 
was e s t a b l i s h e d  a s  a  PVO t o  t r a i n  c o o p e r a t i v e  members w i t h  
f i n a n c e  a s  one  o f  t h e  f o u r  p r i m a r y  a r e a s .  S u b s t a n t i a l  c o u r s e s  
a r e  n e e d e d  p r o m p t l y  i n  F i n a n c i a l  M a n a g e m e n t  a n d  C r e d i t  
A d m i n i s t r a t i o n .  

F i n a n c e  A d v i s o r s .  L o c a 1 , f i n a n c i a l  t r a i n e d  i n d i v i d u a l s  s h o u l d  be 
e m p l o y e d  a n d  p r o v i d e d  w i t h  a d d i t i o n a l  c r e d i t  t r a i n i n g .  When 
f u l l y  o p e r a t i o n a l ,  e a c h  r e g i o n a l  c o o p e r a t i v e  c o u l d  j u s t i f y  o n e  
f i n a n c i a l  , a d v i s o r .  P o s s i b l y  two a d J o i n i n g  r e g i o n s  c o u l d  s h a r e  
o n e  f i n a n c i a l  a d v i s o r  b e f o r e  t h e  vo lume  b e c o m e s  s u b s t a n t i a l  j 
( s e v e r a l  hundred  l o a n s  t o  s e r v i c e ) .  The payment t o  t h e  F i n a n c e  
A d v i s o r  s h o u l d  b e  f r o m  t h e  r e g i o n a l  c o o p e r a t i v e .  S i n c e  t h e  
i n t e r e s t  i n c o m e  f r o m  t h e  l o a n s  n e e d  no t  b e  r e t u r n e d  t o  AIVERA 
a f t e r  c o l l e c t i o n ,  it i s  r e a s o n a b l e  t o  u s e  a p o r t i o n  o f  t h e  
i n t e r e s t  p r o c e e d s  t o  p a y  f o r  l o a n  a d m i n i s t r a t i o n  s u c h  a s  a L/ 
f i n a n c i a l  a d v i s o r ,  a c c o u n t i n g  a n d  a u t o  t r a n s p o r t a t i o n  f o r  t h e  
F i n a n c i a l  Adv i so r .  The c o s t  f o r  a  f i n a n c i a l  a d v i s o r  i s  e s t i m a t e d  
a t  $5 ,000 p e r  . y e a r .  Each f i n a n c i a l  a d v i s o r  s h o u l d  b e  a s s i g n e d  a / 
modest ,  d u r a b l e  f o u r - d o o r  s e d a n  f o r  q u a r t e r l y  farm v i a i t s .  

A t t e m p t e  s h o u l d  n o t  b e  made t o  t r a n s f o r m  a n  e x i s t i n g  
a g r i c u l t u r e  e n g i n e e r  w i t h  a t e c h n i c a l  s p e c i a l t y  i n t o  a newly 
c r e a t e d  F i n a n c e  A d v i e o r  p o s i t i o n .  I f  t h e  b a l a n c e  b e t w e e n  
t e c h n i c a l  a g r i c u l t u r e  s a d  e f f e c t i v e  f i n a n c i a l  e x p e r i e n c e  i s  n o t  
a v a i l a b l e  l o c a l l y ,  i t  i s  b e t t e r  t o  cake a m o t i v a t e d  a n d  
e x p e r i e n c e d  f i n a n c e  t y p e  a n d  p r o v i d e  him w i t h  enough t e c h n i c a l  
a g r i c u l t u r e  r a t h e r  t h a n  t h e  o t h e r  d i r e c t i o n .  

R e g i o n a l  Coop. Members. Farmer  members s h o u l d  a p p l y  f o r  l o a n s  
b a s e d  on i n d i v i d u a l  p r o d u c t i v i t y  and i n d i v i d u s l  merit. The p r i o r  
p r a c t i c e ,  w h i c h  a l l o c a t e d  a f i x e d  amount  o f  f u n d s  t o  e a c h  
c o o p e r a t i v e  member, s h o u l d  b e  a v o i d e d .  F u r t h e r m o r e ,  members need JJJ 
c r e d i t  t r a i n i n g  b e f o r e  r e c e i p t  o f  l o a n  f u n d s .  T h e  b a s i c  
f i n a n c i a l  t o o l s  s h o u l d  b e  e n t e r p r i e e  a n a l y s i s ,  c o s t / b e n e f i t  
a n a l y s i s ,  bookkeep ing ,  b u d g e t i n g ,  and f i n a n c i a l  p l a n n i n g .  

F i n a n c e  T r a i n i n g .  The l o c a l  c o o p e r a t i v e  s h o u l d  b e n e f i t  f rom t h e  
same C D P  t r a i n i n g  . a s  t h e  r e g i o n a l  c o o p e r a t i v e  s i n c e  t h e  l o a n  
s e r v i n g  i s  i d e n t i c a l .  

I , (  F i n a n c e  A d v i s o r s .  The l o c a l  c o o p e r a t i v e s  have  t h e  same needs  a s  
4:. . t h e  r e g i o n a l  c o o p e r a t i v e s .  The f i n a n c e  a d v i s o r  employed i n  t h e  
, f 6 . , ,  ' - 
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r e g i o n  s h o u l d  s e r v e  t h e  l o c a l  c o o p e r a t i v e  on a n  e q u a l  b a s i s .  

Loca l  C o o p e r a t i v e s .  Members of l o c a l  c o o p e r a t i v e s  have  t h e  same 
n e e d s  f o r  l o a n  f u n d s  a a  m e m b e r s  o f  t h e  l a r g e r  r e g i o n a l  
c o o p e r a t i v e s .  ANERA wants  t o  c o n t i n u e  s e r v i c i n g  t h e s e  members o f  
s m a l l e r  c o o p e r a t i v e s .  A l s o ,  t h i s  n e t w o r k  c o u l d  even i n c l u d e  
c e r t a i n  c h a r i t a b l e  s o c i e t i e s  t h a t  have  programs t o  f i n a n c e  medium vR 
a n d  small s i z e  p r i v a t e  e n t ; r e p r e n e u r s .  The Boards  o f  D i r e c t o r s  . 
t a k e  t h e  same responsibility f o r  l o a n s  t o  t h e i r  members as do t h e  
r e g i o n a l  members. T h e r e f o r e ,  t h e r e  i s  no r e a s o n  f o r  t h e  Reg iona l  
Board t o  g u a r a n t e e  t h e  l o a n s  o f  the l o c a l  c o o p e r a t i v e  members.  
T h u s ,  t h e  f u n d s  p a s $  t h r o u g h  t h e  r e g i o n a l  c o o p e r a t i v e  t o  t h e  
l o c a l  c o o p e r a t i v e s  w i t h o u t  " r e c o u r s e "  t o  t h e  r e g i o n a l  
c o o p e r a t i v e s .  . T h i s  means t h a t  t h e  memberfborrower must r epay  t h e  
l o a n  based  on h i e  i n d i v i d u a l  c a p a c i t y  t o  r e p a y .  G u a r a n t e e  o f  ,/ 
c r e d i t  w o r t h i n e a a  would b e  o n l y  from t h e  two c o - s i g n e r s  of t h e  
member's c o o p e r a t i v e .  

Loan f u n d s  a r e  n o t  a n t i c i p a t e d  f o r  t h e  p u r c h a s e  of l a n d .  
T h e r e f o r e ,  # l a n d  a s  c o l l a t e r a l  is  n o t  needed.  A l s o ,  t h e  u s e  o f  YC/ 
l a n d  a s  c o l l a t e r a l  i n  a n  area w i t h o u t  a r e p r e s e n t a t i v e  government 
is  n o t  workab le .  

S i z e  o f  Revo lv ing  Fund. The s t r u c t u r e  p r e s e n t e d  i n  t h e  d iag ram 
which i n c l u d e s  b o t h  t h e  West Bank and t h e  Gaza S t r i p  c o u l d  h a n d l e  
a  v e r y  l a r g e  r e v o l v i n g  l o a n  program a a  it c a n  i n v o l v e  e a c h  member 
i n  t h e  c o o p e r a t i v e s .  Even w i t h  a l o a n  maximum o f  $5 ,000 p e r  
f a r m e r ,  t h i s  economy c o u l d  demand a n d  t h i s  s t r u c t u r e  c o u l d  
s e r v i c e  a t w e n t y - f i v e  t o  f i f t y  m i l l i o n  d o l l a r  r e v o l v i n g  fund.  A t  
t w e n t y - f i v e  m i l l i o n ,  t h i s  amount 'would r e a c h  5 ,000 f a r m e r s  o v e r  
t h e  f i r s t  t h r e e  y e a r s  o r  a b o u t  o n e - f i f t h  o f  t o t a l  o f  f a r m e r  
c o o p e r a t i v e  members. If a c o o p e r a t i v e  p r e f e r s  t o  s e t  t h e  h i g h e s t  
p r i o r i t y  on a common p r o j e c t  l i k e  d r i p  i r r i g a t i o n ,  t h e n  a l e s s e r  
amount o f  f u n d s  p e r  i n v o l v e d  member would b'e u s e d .  O f  c o u r s e ,  
t h e  p r o j e c t  would n o t  b e  a p p l i c a b l e  t o  a l l  members. 

I d e n t i f i c a t i o n  o f  R e v o l v i n ~  F u n d s .  I t  i s  d o u b t f u l  t h a t  a  
r e v o l v i n g  f u n d  c o u l d  be  t o t a l l y  d i s b u r s e d  i n  o n e  y e a r  e v e n  if 
t h a t  was t h e  o b J e c t i v e .  A l a o , , t h e  y e a r  of d i s b u r s e m e n t  s h o u l d  be  
t r a c k e d .  With c h a n g e s  i n  t h e  p u r p o s e  o f  t h e  l o a n  fundcr,  t h e  
i d e n t i f i c a t i o n  o f  t h e  Revo lv ing  Fund s h o u l d  b e  d i f f e r e n t .  For  
example,  t h e  p roposed  R e v o l v i n g  Fund w i t h  i n i t i a l  d i s b u r s e m e n t  
c o u l d  b e  ANERA, A-1987. 

Phase- In  on Volume. An o r d e r l y  p r o c e s s  o f  l o a n  p r e p a r a t i o n  and 
disbursement F s  needed. S o ,  Revo lv ing  Fund A would b e  d i s b u r s e d  
p r o b a b l y  b y  increasing amo-unts  i n  i9118, 1 9 8 9  a n d  1 9 9 0 .  The  

, / amount o f  t h e  i n d i v i d u a l  c o o p e r a t i v e  member's l o e n  s h o u l d  no t  b e  
i n c r e a s e d  f rom t h e  o r i g i n a l  R e v o l v i n g  Fund. 

I 

I ,  
I Phase-In  S t r u c t u r e .  I f  t h e  i n i t i a l  a l l o c a t i o n  of f u n d s  t o  ANERA 

$, . 
9 9' , . ,' I i s  l e s s  t h a n  $ 1 , 0 0 0 , 0 0 0  p e r  y e a r ,  no more  t h a n  two o f  t h e  
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D i s t r i c t s  c o u l d  be  a c t i v a t e d  ( o n e  i n  West Bank a n d  o n e  i n  t h e .  
Gaza  S t r i p ) .  T h i s  c o u l d  b e  r e g a r d e d  a s  a  p i l o t  a p p r o a c h  t o  
d e v e l o p  a  r e g i o n a l  s t r u c t u r e .  The c o n t r a s t i n g  a l t e r n a t i v e  cou ld  
b e  t o  d e v e l o p  t h e  f u l l  d e l i v e r y '  s t r u c t u r e  e a r l y  and t a r g e t  t h e  
l o a n  g u i d e l i n e s  t o  s e l e c t  a b o u t  200 c o o p e r a t i v e  f a r m e r s  who cou ld  
become l o c a l  " r o l e  models11. A t  t h i s  d a t e ,  I recommend t h e  f i r s t  
a l t e r n a t i v e  i n  y e a r  one  w i t h  t h e  s p e c i a l  a t t e n t i o n  t o  l o c a l  r o l e  
o r  d e m o n s t r a t i o n  models  as b o r r o w e r s .  T h i s  would p l a c e  a t t e n t i o n  
on t h e  i n d i v i d u a l  needs  of  t h e  s p e c i f i c  b o r r o w e r l l e n d e r s  r a t h e r  
t h a n  c o n c e n t r a t i o n  on two o r  t h r e e  t y p e s  of  l o a n  a c t i v i t y .  

A l l o c a t i o n  o f  Funds. The S t e e r i n g  Committee would b e  i n v o l v e d  i n  
r e f i n i n g  l o a n  c T i t e r i a  a n d  g u i d e l i n e s  a n d  t h e  p r i o r i t y  
c o n s i d e r a t i o n s  f o r  t h e  a l l o c a t i o i  o f  f u n d s  . However, ANERA must - 
r e s e r v e  t h e  f i n a l  d e c i s i o n  on t h e  a n n u a l  a l l o c a t i o n  b a s e d  on 
p r i o r i t y  o f  l o a n  p u r p o s e  w i t h  a  maximum amount f o r  e a c h  d i s t r i c t  
c o o p e r a t i v e  by number o f  l o a n a  f o r  d i s t r i c t  c o ~ p e r a t i v e  members 
and l o c a l  c o o p e r a t i v e  members. ANERA must r e s e r v e  t h e  a u t h o r i t y  
t o  r e a l l o c a t e  u n u s e d  f u n d s  p r o m p t l y  b e t w e e n  r e g i o n a l  
c o o p e r a t i v e s .  The r e a l l o c a t i o n  d e c i s i o n  s h o u l d  n o t  be  s o  h a s t y  
a s  t o  cause l o a n  d i s b u r s e m e n t  j u a t  t o  k e e p  t h e  f u n d s  b u t  measured 
by days  of  d e l a y ,  n o t  months. Along w i t h  t h e  p r o f e s s i o n a l  l o a n  
c r i t e r i a  and s p e c i f i c  l o a n  g u i d e l i n e s  w i t h  s e t  p r i o r i t i e s  by 
r e g i o n ,  t h e  o n l y  r e a l i s t i c  and f a i r  way t o  r a t i o n  s c a r c e  f u n d s  i s  
t h e  c a r e f u l  s e l e c t i o n  o f  r o l e  m o d e l e .  T h i s  o b j e c t i v e  would  
r e w a r d  t h e  b e s t  f a r m e r  w i t h  t h e  b e s t  p l a n  w i t h o u t  r e g a r d  t o  
w e a l t h  o r  a g e .  T h i s  wou ld  c o m p l e m e n t  t h e  d e v e l o p m e n t  a n d  
d e m o n s t r a t  i o n  o b j e c t i v e s .  T h i s  model f a r m e r  r o l e  i s  c o n s i s t e n t  
w i t h  t h e  c o l l e g e  s c h o l a r s h i p ,  s t u d y  a b r o a d  o r  Champion F a r m e r  
award. 

R e a l l o c a t i o n  o f  R e p a y m e n t s .  T h e  a n n u a l  i n s t a l l m e n t s  o f  
repayments  w i l l  b e  t o o  small f o r  e a c h  c o o p e r a t i v e  t o  o p e r a t e  as 
a n  i n d e p e n d e n t  r e v o l v i n g  f u n d .  A l s o ,  t h e  S t e e r i n g  C o m m i t t e e  
s h o u l d  r e s e t  t h e  l o a n  g u i d e l i n e s  e a c h  y e a r  baaed on  p a s t  r e s u l t a  
and any ANERA program m o d i f i c a t i o n .  T h e r e f o r e ,  t h e  r e p a y m e n t s  
w i t h  s e r v i c e  fee  ( p r i m a r i l y  i n t e r e s t )  s h o u l d  be  r e t u r n e d  t o  t h e  
R e g i o n a l  Coopera t ive /ANERA j o i n t  b a n k  a c c o u n t .  ANERA m u s t  
r e s e r v e  t h e  a u t h o r i t y  t o  r e a l l o c a t e  t h e  c o l l e c t e d  l o a n  
i n s t a l l m e n t  and s e r v i c e  f e e .  

T h e r e  i s  n o  d i f f e r e n c e  i n  a l o a n  made f r o m  r e p a y m e n t  
~ r o c e e d a  or a n e w  a l l o c a t i o n  of f u n d s .  However. a  c o o ~ e r a t i v e  /. A 

due l 

T h i s  w r i t e r  i s  n o t  a t r a i n e d  a t t o r n e y  t o  d e t e r m i n e  who owns 
t h e  f u n d s  i n  t h i s  t y p e  of  Revo lv ing  Fund a t  a p a r t i c u l a r  t i m e .  
R e g a r d l e s s  o f  t h e  s p e c i f i c s  o f  t h i s  o r  a n o t h e r  n e t w o r k  f o r  
a d m i n i s t r a t i o n ,  A N E R A  s h o u l d  r e t a i n  f u l l  ownersh ip  o f  t h e  f u n d s .  

* .  
I t  is p r e m a t u r e  t o  t h i n k  a b o u t  f i n a l  d i s t r i b u t i o n  b e f o r e  2 o r  3 



s u c c e s s f u l  r e v o l v e m e n t s  t o  b o r r o w e r s .  

I n t e r e s t  Ra te .  Al though t h e  i n t e r e s t  r a t e  i s  t h e  r a t e  o f  r e t u r n  
i n d i c a t o r  i n  i n t e r n a t i o n a l  f i n a n c i a l  c e n t e r s ,  t h e  t e r m  i s  
m i s l e a d i n g  i n  d e v e l o p m e n t a l  t y p e  l e n d i n g .  The  d i r e c t  c o s t  o f  
o p e r a t i n g  l e n d i n g  p r o g r a m s  i s  c o n s i d e r a b l y  h i g h e r  t h a n  a n y  
i n t e r e s t  r a t e  c h a r g e  even  a t  market  l e v e l s .  When t h e  s t r u c t u r e  
e m p l o y s  a d d i t i o n  r e s o u r c e s  a s  a f i n a n c i a l  a d v i s o r  w i t h  
t r a n s p o r t a t i o n  c o s t s ,  t h e  payment o f  market  i n t e r e s t  r a t e s  does  
n o t  r e c o v e r  t h e  f u l l  c o s t .  To a v o i d  f u r t h e r  c o n f u s i o n ,  a l l  
d o c u m e n t 8  b e t w e e n  A N E R A  a n d  t h e  c o o p e r a t i v e s  s h o u l d  m e n t i o n  
s e r v i c e  f e e  o n l y .  Th ia  w i l l  be  c o n s i s t e n t  w i t h  ANERAts o b d e c t i v e  
t o  r e c o v e r  a f i x e d  p o r t i o n  o f  t h e  a d m i n i s t r a t i o n  c o s t  o f  t h e  
Revo lv ing  Fund. 

T h i s  d e l i b e r a t e  a v o i d a n c e  o f  t h e  c o n t i n u o u s  i n t e r e s t  r a t e  
i s s u e  does  n o t  p r e v e n t  t h e  c l e a r  s t a t e m e n t s  o f  wha t  t h e  f u n d s  
s u p p l i e d  t o  ANERA c o s t  USAID i n  t e r m s  o f  t h e  U.S. T r e a s u r y  B i l l  
r a t e .  The c o s t  o f  l o a n  a d m i n i s t r a t i o n  s h o u l d  b e  a  d i s c u s s e d  
s u b j e c t  w i t h  t h e  b o r r o w e r ,  p a r t i c u l a r l y  i n  t e r m s  o f  e f f i c i e n c y .  

d 

S h a r e  C a p i t a l .  C o o p e r a t i v e  f i n a n c i a l  i n s t i t u t i o n s  d e d u c t  a n  
amount from l o a n  p r o c e e d s  f o r  t h e  p u r c h a s e  o f  s h a r e  c a p i t a l .  The 
p u r p o s e  i s  t o  p r o t e c t  t h e  c o o p e r a t i v e  f o r  a p o r t i o n  o f  t h e  
d e f a u l t  r i s k  a n d  t o  f u r t h e r  c o m m i t  t h e  m e m b e r s  t o  t h e  
c o o p e r a t i v e s .  The s t a n d a r d  f i v e  p e r c e n t  o f  t h e  l o a n  as a s h a r e  
p u r c h a s e  i s  a p p r o p r i a t e  f o r  t h e s e  c o o p e r a t i v e s  as t h e y  have  a 
modest c a p i t a l  b a s e .  The membership c a p i t a l ,  which i s  a f i x e d  
a m o u n t  f o r  e a c h  m e m b e r ,  w i t h o u t  r e g a r d '  t o  t h e  u s e  o f  t h e  
c o o p e r a t i v e s ,  s h o u l d  b e  p a i d  i n  f u l l  b e f o r e  d i e b u r s i n g  t h e  l o a n  
t o  t h e  bor rowing  member. The member s h o u l d  b e  a l l o w e d  t o  c a s h  i n  
t h e  s h a r e s  r e l a t e d  t o  t h e  l o a n  when t h e  l o a n  i s  p a i d  i n  f u l l .  

S a v i n g s .  A s  t h e  c o o p e r a t i v e  w i l l  be  o p e r a t i n g  a s  a v i l l a g e  bank f 

f o r  i t s  members ,  t h e  b o r r o w i n g  member may e l e c t  t o  l e a v e  t h e  
s h a r e s  w i t h  t h e  c o o p e r a t i v e  and borrow a g e i n e t  t h e  s h a r e s  i f  c a s h  
i s  n e e d e d  f o r  s h o r t  t ime p e r i o d s .  The  c o o p e r a t i v e s  c o u l d  
i n i t i a t e  a  cooperatives s a v i n g s  program w i t h  c o m p e t i t i v e  r a t e s  
f o r  members '  c o n s i d e r a t i o n .  Thus,  t h e  s h a r e  c a p i t a l  c o u l d  b e  
t r a n s f e r r e d  t o  a s a v i n g s  a c c o u n t  i n  t h e  c o o p e r a t i v e  a s  t h e  l o a n  
i s  r e p a i d .  These  s a v i n g s ,  a l o n g  w i t h  o t ;he r s ,  c o u l d  be i n v e s t e d  
o r  r e l o a n e d .  

Loan Documents. P r o f e s s i o n a l  l o a n  i n s t r u m e n t s  s h o u l d  b e  a d o p t e d  
b y  t h e  c o o p e r a t i v e s .  T h i s  i n c l u d e s :  (1)  a f o r m a l  l o a n  WV 
a p p l i c a t i o n  p r e p a r e d  by t h e  b c r r o w e r ,  ( 2 )  a  w r i t t e n  form p l a n  and 
a n n u a l  budge t  p r e p a r e d  by t h e  f a r m e r  w i t h  t h e  assistance of t h e  
a s s i g n e d  f i n a n c i a l  a d v i s o r ,  ( 3 )  a b r i e f  f i n a n c i a l  s t a t e m e n t ,  (4) 
p r o m i s s o r y  n o t e s  and r e l a t e d  p r o t e c t i o n ,  ( 5 )  two c o - s i g n e r s ,  ( 6 )  
c o n t r a c t  be tween t h e  c o o p e r a t i v e  and b o r r o w e r  and ( 7 )  a q u a r t e r l y  
c h e c k l i s t  f o r  l o a n  s u p e r v i s i o n .  

S t a n d a r d  Forms .  Each  c o o p e r a t i v e  s h o u l d  u s e  s t a n d a r d  f o r m s  



adop ted  by A N E R A .  S i n c e  Save  t h e  C h i l d r e n  has  i n i t i a t e d  a  d i r e c t  
l e n d i n g  p r o g r a m  t o  f a r m e r s ,  i t s  forms s h o u l d  , p r o v i d e  t h e  b a s e  
documents ( a t t a c h e d ) .  B e f o r e  f i n a l  a d o p t i o n ,  t h e  package  w i l l  b e  ,,, 
compared  w i t h  t h e  f u l l y  t e s t e d  f o r m s  u s e d  by t h e  A g r i c u l t u r e  
C r e d i t  C o r p o r a t i o n  w i t h  t h e  J o r d a n  f a r m e r s  ( a t t a c h e d  i n  A r a b i c ) .  ':?~@d 
The s t a n d a r d  forms s h o u l d  b e  c l e a r  enough t o  s e r v e  as a t r a i n i n g  
and a n a l y s i s  t o o l  f o r  t h e  f a r m e r .  

Save t h e  C h i l d r e n  a s k e d  f o r  c o o p e r a t i o n  on u n i f o r m  t e r m s  and Hd# 
c o n d i t i o n s  a s  t h e  r e c e n t  " c r e d i t  u n d e r s t a n d i n g  memorandum" was 
vague. 

Loan S e c u r i t y .  For  a  n e w  l e n d i n g  program, t h e  c o n d i t i o n s  s h o u l d  
be  c lea r ,  e x p l a i n a b l e  and e n f o r c e a b l e .  Save t h e  C h i l d r e n  h a s  s e t  
a  p r e c e d e n t  b y  u s i n g  t h e  n o t a r y  d e e d  w h i c h  i n c l u d e s  t h e  
p r o m i s s o r y  rates and a p r e d e t e r m i n e d  Judgement .  A t  t h e  p r e s e n t  
time, t h e  p r o m i s s o r y  r a t e s  a r e  u n r e c o r d e d  a n d  r e m a i n  i n  t h e  
c o o p e r a t i v e  f i l e .  The n o t a r y  deed  c a u s e s  t h e  b o r r o w e r  t o  s i g n  a 
judgement document f o r  t h e  amount o f  t h e  u n p a i d  l o a n  and i s  t o  b e  
e f f e c t  i v c  w i t h o u t  f u r t h e r  c o u r t  a c t  i o n .  The l e n d e r  c a n  c o l l e c t  
f rom e i t h e 5  t h e  a s s e t s  f i n a n c e d  by t h e  l o e n  o r  o t h e r  s p e c i f i e d  
a s s e t s .  S a v e  t h e  C h i l d r e n  h a s  s t a t e d  t h a t  l a n d  i s  n e v e r  
c o l l a t e r a l  f o r  i t s  l o a n .  The a p p r o p r i a t e  c o s t  o f  o b t a i n i n g  t h e  
n o t a r y  f rom t h e  c o u r t  i s  a b o u t  $100. Lance Mat teaon asked  a b o u t  
t h e  c o n s t i t u t i o n a l i t y  of  t h e  l e g a l  document b e c a u s e  o f  f o r f e i t u r e  
o f  due  p r o c e s s  which w i l l  be  checked i n  t h e  U.S.  c o u r t  syatem. 
The i n s t r u m e n t  was a d o p t e d  b a s e d  on t h e  s t r o n g  recommendation o f  
c o u n s e l  ( Raja S h e h a d e h )  a f t e r  acknowledg ing  t h a t  a ~ t u a l  l e g a l  
remedies  i n  t h e  West Bank and t h e  Gaza S t r i p  are  n i l .  T h i s  l e g a l  
c o n s i d e r a t i o n  i n c l u d e s  t h e  C o o p e r a t i v e  R e g i s t e r  i n  J o r d a n  which 
h a s  a r b i t  r a t i o n  as one  a l t e r n a t i v e ,  however,  r e c e n t  r e s u l t s  a r e  
u n c l e a r .  F u l l  p r o t e c t i o n  t o  l e n d e r  i s  s t a n d a r d  i n t e r n a t i o n a l  
p r o c e d u r e .  The u n d e r s t a n d a b l e  l l ieo,r l '  o f  a b u s e  o f  l a n d  t i t l e  
d o c u m e n t s  i s  n u l l i f i e d  when t h e  l e n d e r  d e c l a r e s  no i n t e r e s t  i n  
l a n d  as c o l l a t e r a l  o r  p r o t e c t i o n .  Remember s p e c i f i c  l o a n  
c o n d i t i o n s  c a n  be removed a f t e r  s a t i s f a c t o r y  pe r fo rmance .  

Bank A c c o u n t s .  T h e  Cairo-Amman b r a n c h  i n  N a b l u a  h a s  l i t t l e  J ~ J  
i n t e r e s t  i n  a g r i c u l t u r a l  l e n d i n g  now o r  i n  t h e  p a s t .  S e n i o r  
management may do some s t u d i e s  i n  t h i s  area. The management of 
t h e  B a n k  o f  P a l e s t i n e  i s  aware o f  t h e  m a j o r  i m p o r t a n c e  o f  
a g r i c u l t u r e  i n  t h e  l o c a l  economy.  The  Bank o f  P a l e s t i n e  was 
s e l e c t e d  by Save  t h e  C h i l d r e n  t o :  (1) h a n d l e  t h e  bank a c c o u n t ;  
( 2 )  do a l o c a l  c r e d i t  check  on t h e  bor rower ;  ( 3 )  d i s t r i b u t e  t h e  
c h e c k  t o  t h e  b o r r o w e r ;  (4) c o l l e c t i o n  o f  f u n d s ;  ( 5 )  p o s t  t h e  
a c c o u n t  d a i l y  ( c o m p u t e r i z e d )  d i s b u r s e m e n t  a n d  1 / 2 $  a t  l o a n  

r 

m a t u r i t y .  The Bank o f  P a l e s t i n e  i s  s e r v i n g  t h e s e  f u n c t i o n s  i n  
b o t h  t h e  West Bank end t h e  Gaze S t r i p .  The Dank o f  P a l e s t i n e  can  
c o n v e r t  $US t o  S h e k e l s  o n l y ,  b u t  a t  t h e  market  r a t e .  I t  can  
o p e r a t e  a c c o u n t s  f o r  West Bank c o o p e r a t i v e s .  The bank c a n  p a y  
i n t e r e s t  on s a v i n g s  o r  l i q u i d i t y  i n v e s t m e n t s  from t h e s e  a c c o n n t s .  

I The Cairo-Amman b r a n c h  k e e p s  a c c o u n t s  i n  J D s  a n d  h a s  l i m i t e d  



i n t e r e s t  i n  s a v i n g s .  E i t h e r  bank can  k e e p  d e p o s i t s  i n  n e a r b y  
c o u n t r i e s .  

Loan Purpose  and P r i o r i t y .  With a  wide a s s o r t m e n t  of  b o t h  l o a n s  
and e x p e r i e n c e  w i t h  c o o p e r a t i v e s  by ANERA,  i t  seemed a p p r o p r i a t e  
t o  f o c u s  o n  t h i s  s u b j e c t  b e f o r e  c o n s i d e r i n g  f u r t h e r  l o a n  
o b j e c t i v e s  a n d  p o l i c y .  The a t t a c h e d  c h a r t  was p r e p a r e d  i n  a 
c o u p l e  of  m e e t i n g s  w i t h  Lance M a t t e s o n ,  I b r a h i m  Mata r  and Adnan 
Obe ida t .  Lance l e d  t h e  m e e t i n g s  i n  a c a t a l y t i c  s p i r i t .  A f t e r  a  
minimum amount o f  d i s c u s s i o n s  on ma jo r  t o p i c s ,  i t  was s u r p r i s i n g  
t o  o b s e r v e  t h e  c l o s e n e s s  of  t h e  f i n a l  o p i n i o n s  of  I b r a h i m  and 
Adnan. T h i s  was p a r t i c u l a r l y  n o t i c e a b l e  on t h e  l o c a l  p r i o r i t y  
f o r  t h e  f i v e  ma jo r  development  p u r p o s e s .  E a r l y  i n  t h i s  a n a l y s i s ,  
it a p p e a r e d  t h a t  A N E R A ' S  p r i o r i t y  would b e  t h e  same a s  t h e  l o c a l .  
one.  With s c a r c e  l o a n  r e s o u r c e s ,  ABERA may b e  a b l e  t o  o n l y  honor  
a  p o r t i o n  o f  t h e  f i r s t  p r i o r i t i e s  a n d  muat i g n o r e  t h e  r e s t  
r e g a r d l e s s  o f  c o s t - b e n e f i t .  With p r o p e r  r e s p e c t  t o  t h e  v a l u e  o f  
c o s t - b e n e f i t  a n a l y s i s ,  t h e s e  t e r r i t o r i e s  do  n o t  have  s u f f i c i e n t  
v e r i f i e d  a c c o u n t i n g  d a t a  t o  make m e a n i n g f u l  de terml .ne t  i o n s .  Any 
e x i s t i n g  a g g r e g a t e  members c o u l d  b e  m i s l e a d i n g .  The q u e s t i o n  i s  
n o t  - " w i l l  t h e  l o a n  b e  c o s t  e f f e c t i v e ? "  b u t  "what i s  t h e  h i g h e r  
p r i o r i t y  p r o j e c t s  t o  s e l e c t  and honor?"  

Summary. The r e s i d e n t s  o f  West Bank and Gaza c o n t i n u e  w i t h o u t  
t r a d i t i o n a l  b a n k i n g  i n s t i t u t i o n s  f o r  t w e n t y  y e a r s .  O n e ' b r a n c h  o f  
a r e s p e c t e d  bank i n  Gaza C i t y  s e r v e s  n e a r l y  6 0 0 , 0 0 0  p e o p l e  i n  
Gaza  S t r i p  w h i l e  o n e  b r a n c h  o f  a n  Amman, J o r d a n  bank r e c e n t l y  
reopened f o r  o v e r  3 / 4  o f  a m i l l i o n  p e o p l e  on t h e  West Bank. The 
money c h a n g e r s  c o n t i n u e  t o  f u n c t i o n  w e l l  b u t  o n l y  s e r v e  s h o r t  
t e r m  needs .  T h e r e  a r e  no f o r m a l  s a v i n g s  i n s t i t u t i o n ,  t h e r e f o r e ,  
t h e r e  a r e  no  f o r m a l  s o u r c e s  o f  l o c a l  f u n d s  f o r  l o a n s  t o  meet 
e i t h e r  t h e  s h o r t  o r  l o n g e r  term c r e d i t  needs .  

F o r  a 1 1/2 m i l l i o n  p o p u l a t i o n ,  t h e  PVOs p r o v i d e  $7 o r  H 
m i l l i o n  p e r  y e a r  and o n l y  a  small p e r c e n t a g e  o f  t h a t  is  a l l o t e d  
t o  l o a n s  b o t h  s h o r t  and  i n t e r m e d i a t e  t e rm.  The f u n d s  from t h e  
J o i n t  Committee and J C O  have  been reduced  s e r i o u s l y  by t h e  donor  
c o u n t r i e s  d u e  t o  l o w e r  o i l  p r i c e s .  Save  t h e  C h i l d r e n  was th,e  
m a j o r  p l a y e r  t h i s  p a a t  y e a r .  T h e y  a p p r o v e d  a b o u t  75 l o a n s  
t o t a l l i n g  a b o u t  $300,000 on a p r o f e s s i o n a l  l o a n  b a s i s  d i r e c t l y  t o  
f a r m e r s  and e n t r e p r e n e u r s .  After e x p e c t a t i o n  o f  a t  l e a s t  $1/2 
m i l l i o n  p e r  y e a r  f o r  t h r e e  y e a r s ,  t h e  program h a s  s t o p p e d  ( a f t e r  
t h e  m i l i t a r y  a u t h o r i t i e s  i n s i s t e d  o n  t h e  n a m e s  o f  p e n d i n g  

l 
I 1  

b o r r o w e r s  ) . 
B e i n g  w i t h o u t  f i n a n c i a l  i n s t i t u t i o n s  t h a t  t h e  r e s i d e n c e  

t r u s t  does  n o t  mean t h a t  l o c a l  f a m i l i e s  do n o t  know how t o  u s e  
c r e d i t  e f f e c t i v e l y . .  J u a t  t h e  o p p o s i t e !  The f i n a n c i a l  acumen i s  
e x c e l l e n t  as t h e  f a m i l y  s t r u c t u r e  c a u s e s  repayment  i n  t h i s  l o c a l  
v i l l a g e  s o c i e t y .  I n  r e c e n t  y e a r s ,  most of  t h e  f o r e i g n  f u n d s ,  
small i n  amount on  a c o m p a r a t i v e  b a s i s ,  h a s  been  r e g a r d e d  a s  a  
g i f t  even when l o a n  documents  were comple ted .  New l e n d i n g  s h o u l d  



be p roceeded  w i t h  a  c l e a r  u n d e r s t a n d i n g  on t e r m s  and cond l . t ions ,  
b u t  more i i u p o r t a n t ,  f o r m a l  t r a i n i n g  i s  needed on how t o  p r o p e r l y  
u s e  c r e d i t  beyond t h e  f a m i l y  d i s c i p l i n e .  

C o o p e r a t i v e s  p r o v i d e  t h e  o n l y  e x i a t i n g  g r o u p  of e n t i t i e s  
w i t h i n  which a  ne twork  can  be  c r e a t e d  f o r  l o a n  a d m i n i s t r a t i o n .  
T h e  i l L u s t r a t e d  n e t w o r k ,  r e l y i n g  on t e n  r e g i o n a l l y  l o c a t e d  
c o o p e r a t i v e s ,  c a n  s e r v i c e  a  l a r g e  number o f  l o a n s  f o r  m i l l i o n a  o f  
d o l l a r s  w i t h  a  modest amount a d d i t i o n a l  human r e s o u r c e s .  Moet of 

M t h e  f i n a n c i a l  s k i l l s  a r e  a v a i l a b l e  l o c a l l y  w i t h  o n l y  a  few months 
of  s p e c i a l i z e d  f i n a n c i a l  and  c r e d i t  t r a i n i n g .  

ANERA needs  t o  f u r t h e r  d e f i n e  t h e  purpoaea  o f  t h e  l o a n 8  t h a t  
a r e  t o  be  f i n a n c e d .  The f i r s t  a t e p  was t a k e n  w i t h  p r i o r i t y  c h a r t  
by g e n e r a l  p u r p o s e  and r e e i o n a l  a r e a ,  A a u b a t a n t i a l  d e c i s i o n  l a  
n e e d e d  o n  w h e t h e r  A N E R A  w i l l  s e e k  o u t  r o l e  m o d e l s  f o r  b o t h  
p e r f o r m a n c e  a n d  d e m o n s t r a t i o n  r e a s o n s  o r  l o a n  c r i t  e r i e  b e  
d e v e l o p e d  t o  t a r g e t  a n d  a t t r a c t  s e l e c t e d  p r o J e c t a  which would 
p r o b a b l y  i n v o l v e  s m a l l  g r o u p s  o f  f a r m e r s .  Once  t h e  d e s i r e d  . 
o b J e c t i v e  0% t h e  l o a n  and t h e  t y p e  o f  b o r r o w e r  i s  d e t e r m i n e d ,  t h e  
implementa tPon o f  t h e  ne twork  can  b e  p l a n n e d *  S i z e  o f  t h e  a n n u a l  
p r o g r a m  and r a t e  o f  g rowth  w i l l  be  t h e  second  and t h i r d  f a c t o r  
f o r .  a c c e s s i n g  t h e  ne twork  f o r  a d m i n i s t r a t i o n .  C a u t i o n s  must be  
e x e r c i s e d  n o t  t o  b u i l d  f a l s e  e x p e c t a t i o n s  among t h e  l o c a l  
p o p u l a t i o n .  

I n t e r f a c i n g  w i t h  t h e  p r i m a r y  o b j e c t i v e  U S A I D  and p r e p a r i n g  
t h e  s e t  o f  documents would b e  t h e  n e x t  s t e p .  Near t h e  c o m p l e t i o n  
o f  t h e  p r o c e s e  c l e a r  l o a n  p r o c e d u r e s ,  model l o a n  fo rms ,  l o a n  
c r i t e r i o n  and r e l a t e d  documents  s h o u l d  b e  f o r m a l i z e d  and a d o p t e d .  
Any l e a d  t i m e  on s e l e c t i n g  and t r a i n i n g  l o c a l  f i n a n c i a l  a d v i s o r 8  
would be b e n e f i c i a l .  

T h i s  i s  one o f  t h e  few p l a c e s  i n  t h e  wor ld  t h a t  a s i z e a b l e  
c o o p e r a t i v e  l e n d i n g  program can be  commenced on a " f r e s h "  b a s i s  
w i t h o u t  c o n s i d e r a b l e  d e b t  r e s t r u c t u r i n g  a n d  w i t h  t h e  s t r o n g  
s u p p o r t  o f  t h e  l o c a l  p o p u l a t i o n ,  A l s o ,  t h e  l o c a l  c a d r e  i s  i n  
p l a c e  f o r  A N E R A .  
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